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FEDERAL  HOME  LOAN  BANK  BOARD 

12CFR  Part  563 
[No. 88-582] 

Purchase  and  Sale  of  Freddie  Mac 
Preferred  Stock  by  Certain  Insured 
Institutions 

Date:  July  20. 1988. 

agency:  Federal  Home  Loan  Bank 
Board. 

action:  Withdrawal  of  temporary  rule. 

summary:  The  Federal  Home  Loan  Bank 
Board  ("Board”)  as  operating  head  of 
the  Federal  Savings  and  Loan  Insurance 
Corporation  (“FSL1C”)  is  withdrawing 
its  temporary  regulation  addressing 
certain  aspects  of  the  purchase  and  sale 
of  preferred  stock  of  the  Federal  Home 
Loan  Mortgage  Corporation  (“Freddie 
Mac”)  held  by  institutions  insured  by 
the  FSLIC  ("insured  institutions”).  On 
July  13, 1988  the  Board  issued  a 
temporary  regulation  that  replaced 
certain  restrictions  on  actions  that 
insured  institutions  that  do  not  currently 
meet  their  minimum  regulatory  capital 
requirements  may  take  regarding  such 
stock.  Upon  further  review,  the  Board 
has  determined  that  certain  revisions  in 
the  scope  of  that  temporary  regulation 
are  both  appropriate  and  necessary  to 
the  effective  supervision  of  insured 
institutions  not  meeting  their  fully 
phased-in  capital  requirements. 
Therefore,  the  Board  is  today 
withdrawing  that  temporary  regulation 
and,  by  separate  action,  adopting  a 
revised  temporary  regulation. 
date:  This  withdrawal  of  the  temporary 
regulation  adopted  by  Board  Res.  88-577 
is  effective  July  22, 1988. 

FOR  FURTHER  INFORMATION  CONTACT: 
Deborah  Dakin,  Regulatory  Counsel, 

(202)  377-6445;  Daniel  G.  Lonergan, 
Attorney.  (202)  377-6458;  or  Thomas  J. 
Delaney,  Attorney,  (202)  377-6417, 
Regulations  and  Legislation  Division, 
Office  of  General  Counsel,  Federal 
Home  Loan  Bank  Board,  1700  G  Street 
NW.,  Washington,  DC  20552. 
SUPPLEMENTARY  INFORMATION:  On  July 
13. 1988,  by  Board  Res.  No.  88-577,  53  FR 
27153  (July  19, 1988),  the  Board  adopted 
a  temporary  regulation  with  request  for 
comments  addressing  certain  aspects  of 
the  purchase  and  sale  of  Freddie  Mac 
stock  by  certain  insured  institutions. 
Upon  further  review,  the  Board  has 
determined  that  that  temporary 
regulation  did  not  fully  address  certain 
supervisory  concerns  the  Board  has 
regarding  insured  institutions  which, 
while  meeting  their  minimum  capital 
levels,  have  not  attained  their  fully 
phased-in  capital  requirements  pursuant 


to  12  CFR  563.13  and  12  CFR  563.14.  As 
se.t  forth  more  fully  in  the  revised 
temporary  regulation  to  be  published 
elsewhere  in  the  final  rules  section  of 
the  Federal  Register,  the  Board  believes 
that  different  restrictions  are  necessary 
and  appropriate  for  such  institutions 
because  of  the  different  concerns  raised 
in  that  context.  In  order  to  minimize  the 
confusion  possibly  generated  by  two 
separate  documents  addressing  the 
purchase  and  sale  of  Freddie  Mac  stock, 
the  Board  is  therefore  withdrawing 
Board  Res.  No.  88-577,  effective  July  22, 
1988. 

By  the  Federal  Home  Loan  Bank  Board. 
Nadine  Y.  Washington, 

Assistant  Secretary. 

List  of  Subjects  in  12  CFR  Part  563 

Bank  deposit  insurance.  Investments, 
Reporting  and  recordkeeping 
requirements,  Savings  and  loan 
associations. 

SUBCHAPTER  D— FEDERAL  SAVINGS  AND 
LOAN  INSURANCE  CORPORATION 

PART  563— OPERATIONS 

1.  The  authority  citation  for  Part  563 
continues  to  read  as  follows: 

Authority:  Sec.  1, 47  Stat.  725,  as  amended 
(12  U.S.C.  1421  et  seq .);  sea  5A,  47  Stat.  727, 
as  added  by  sec.  1. 64  Stat.  256.  as  amended 
(12  U.S.C.  1425a);  sec.  5B,  47  Stat.  727,  as 
amended  by  sec.  4, 80  Stat.  824,  as  amended 
(12  U.S.C.  1425b);  sec.  17.  47  Stat.  736,  as 
amended  (12  U.S.C.  1437);  sec.  2, 48  Stat.  128, 
as  amended  (12  U.S.C.  1462);  sec.  5,  48  Stat. 
132,  as  amended  (12  U.S.C.  1464);  secs.  401- 
407,  48  Stat.  1255-1260.  as  amended  (12  U.S.C. 
1724-1730);  sec.  408,  82  Stat.  5.  as  amended 
(12  U.S.C.  1730a);  sec.  1204, 101  Stat  662  (12 
U.S.C.  3806);  Reorg.  Plan  No.  3  of  1947, 12  FR 
4981,  3  CFR.  1943-1948  Comp.,  p.  1071. 

§563.13-3  (Removed] 

2.  Section  563.13-3  is  removed. 

[FR  Doc.  86-16700  Hied  7-21-88;  9:54  am] 
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12  CFR  Part  563 

[No.  88-583] 

Purchase  and  Sale  of  Freddie  Mac 
Preferred  Stock  by  Certain  Insured 
Institutions 

Date:  July  20. 1988. 

agency:  Federal  Home  Loan  Bank 
Board. 

action:  Temporary  rule  with  request  for 
comments. 

summary:  The  Federal  Home  Loan  Bank 
Board  ("Board")  as  operating  head  of 
the  Federal  Savings  and  Loan  Insurance 
Corporation  (“FSLIC”)  is  adopting  a 


temporary  regulation  addressing  certain 
aspects  of  the  purchase  and  sale  of 
preferred  stock  of  the  Federal  Home 
Loan  Mortgage  Corporation  (“Freddie 
Mac")  held  by  institutions  insured  by 
the  FSLIC  ("insured  institutions”).  On 
July  13. 1988  the  Board  issued  a 
temporary  regulation  that  placed  certain 
restrictions  on  actions  that  insured 
institutions  that  do  not  currently  meet 
their  minimum  regulatory  capital 
requirements  may  take  regarding  such 
stock.  Upon  further  review,  the  Board 
has  determined  that  certain  revisions  in 
the  scope  of  that  temporary  regulation 
are  both  appropriate  and  necessary  to 
the  effective  supervision  of  insured 
institutions  not  meeting  their  fully 
phased-in  capital  requirements.  By 
separate  action,  the  Board  is  today 
withdrawing  the  previously  published 
temporary  regulation.  Today’s 
regulation  replaces  the  one  previously 
published. 

Today’s  temporary  regulation 
provides  that  no  insured  institution 
failing  to  meet  its  minimum  regulatory 
capital  requirement  may  buy  or  sell 
Freddie  Mac  preferred  stock  without 
obtaining  prior  approval  from  its 
Principal  Supervisory  Agent  (“PSA”)  or 
his  designee,  subject  to  die  concurrence 
of  the  Office  of  Regulatory  Activities.  It 
also  sets  forth  general  factors  to  be 
contained  in  an  institution’s  written 
application  for  approval  that  the  PSA 
will  consider  in  determining  whether  to 
grant  such  approval.  Additionally,  the 
temporary  regulation  restricts  those 
insured  institutions  not  meeting  their 
fully  phased-in  capital  requirements 
from  taking  certain  actions  as  a  result  of 
any  purchase  or  sale  of  Freddie  Mac 
stock  that  might  adversely  affect  their 
ability  to  meet  their  fully  phased-in 
capital  requirements,  absent  prior 
approval  from  their  PSA.  Comments  are 
solicited  on  all  aspects  of  the  temporary 
rule. 

date:  The  temporary  regulation  is 
effective  July  22, 1988.  Comments  must 
be  received  on  or  before  September  20, 
1988.  The  regulation  will  expire  on 
December  31, 1988. 

ADDRESS:  Send  comments  to  Director, 
Information  Services  Section,  Office  of 
the  Secretariat,  Federal  Home  Loan 
Bank  Board,  1700  G  Street  NW., 
Washington,  DC  20552.  Comments  will 
be  available  for  public  inspection  at  the 
Board’s  Information  Services  Office,  801 
17th  Street  NW.,  Washington,  DC  20552. 

FOR  FURTHER  INFORMATION  CONTACT: 

Deborah  Dakin,  Regulatory  Counsel, 
(202)  377-6445;  Daniel  G.  Lonergan, 
Attorney,  (202)  377-6458;  or  Thomas  J. 
Delaney,  Attorney,  (202)  377-6417, 
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Regulations  and  Legislation  Divison, 
Office  of  General  Counsel,  Federal 
Home  Loan  Bank  Board,  1700  G  Street 
NW„  Washington,  DC  20552. 
SUPPLEMENTARY  INFORMATION:  On  July 
13, 1988,  the  Board  of  Directors  of 
Freddie  Mac  voted  in  principle  to  permit 
holders  of  the  preferred  stock  of  Freddie 
Mac  to  sell  such  stock  to  the  general 
public  as  of  January  1, 1989.  Before  this 
time,  pursuant  to  a  previous  resolution 
creating  the  class  of  preferred  stock 
covered  by  the  July  13  action,  such  stock 
could  only  be  held  by  stockholders  of  a 
Federal  Home  Loan  Bank,  a  Federal 
Home  Loan  Bank  in  connection  with 
collateral  for  advances,  the  FSLIC  in 
connection  with  the  receivership  or 
insolvency  of  a  holder  of  the  preferred 
stock,  a  pre-approved  market  maker  or 
nominee  thereof,  or  a  specialist  on  any 
national  securities  exchange. 
Additionally,  single  holders  of  such 
preferred  stock  were  limited  in  the 
maximum  amount  of  shares  each  could 
hold  to  150,000,  subject  to  certain 
grandfathering  provisions.  Freddie 
Mac’s  Board  of  Directors  also  acted  on 
July  13, 1988  to  increase  sequentially  the 
maximum  number  of  shares  that  any 
single  holder  could  own  from  150,000  to 
600,000  by  January  1, 1989. 

Currently,  Freddie  Mac  preferred 
stock  is  primarily  held  by  the 
approximately  3,000  insured  institutions 
that  own  stock  In  the  Federal  Home 
Loan  Banks.  In  general,  the  Board 
believes  that  any  decision  to  purchase 
or  sell  Freddie  Mac  stock  both  before 
and  after  January  1, 1989,  is  best  left  to 
the  sound  business  judgment  of  insured 
institutions  themselves.  The  Board  is 
concerned,  however,  with  the  possible 
effect  of  the  removal  of  the  restrictions 
on  ownership  and  transferability  of 
Freddie  Mac  preferred  stock  on  those 
insured  institutions  not  currently 
meeting  their  minimum  regulatory 
capital  requirement  as  set  forth  in  12 
CFR  563.13  and  12  CF'K  563.14.  These 
institutions  require  closer  supervision  as 
a  result  of  their  impaired  capital 
position.  As  a  result,  on  July  13, 1988  the 
Board  adopted  a  temporary  rule  with  a 
request  for  comments  placing  certain 
restrictions  on  actions  such  institutions 
could  take  regarding  this  preferred  stock 
without  obtaining  prior  approval  from 
their  PSAs.  See  Board  Res.  No.  88-577, 

53  FR  27153  (July  19, 1988). 

Upon  further  review,  however,  the 
Board  believes  that  that  temporary 
regulation  did  not  adequately  address 
an  equally  important  concern  requiring 
prompt  attention  by  the  Board.  It  is  the 
Board's  view  that  any  gains  from  such 
sale  of  Freddie  Mac  stock  should 
generally  be  applied  to  improve  the 


capital  position  of  insured  institutions 
not  yet  meeting  their  fully  phased-in 
capital  requirement  as  set  forth  in  12 
CFR  563.13  and  12  CFR  563.14.  As  the 
Board  has  indicated  in  the  past,  it  is 
important  that  insured  institutions  raise 
their  capital  levels  as  rapidly  as 
possible  in  order  to  provide  adequate 
protection  to  insured  institutions,  their 
depositors,  and  the  FSLIC  fund.  See 
Board  Res.  No.  87-661,  52  FR  23845  (June 
25, 1987);  Board  Res.  No.  86-857,  51  FR 
33571-73  (SepL  22, 1986):  Board  Res.  No. 
86-426,  51  FR  16550, 16552  (May  5, 1986). 
See  also  Board  Res.  No.  87-1298,  53  FR 
369  (Jan.  6, 1988).  It  has  therefore 
determined  to  withdraw  that  temporary 
regulation  by  a  resolution  published 
elsewhere  in  the  final  rules  section  of 
the  Federal  Register  and  to  substitute 
this  regulation  in  its  place. 

The  temporary  regulation  adopted 
today  and  effective  upon  publication  in 
the  Federal  Register  requires  that  an 
insured  institution  not  satisfying  its 
minimum  capital  requirement  obtain  the 
approval  of  its  PSA  or  his  designee, 
subject  to  the  concurrence  of  the  Office 
of  Regulatory  Activities,  before  buying 
or  selling  any  of  the  shares  of  Freddie 
Mac  preferred  stock  it  now  holds  or  may 
later  acquire.  This  restriction  is  similar 
to  restrictions  the  Board  has  imposed  on 
such  institutions  in  other  contexts.  See, 
e.g.,  12  CFR  563.4  (brokered  deposits),  12 
CFR  563.9-8  (c)(2)(iii)  (equity  risk 
investments).  In  so  acting,  the  Board 
believed,  as  it  does  today,  that  the 
impaired  capital  status  of  such  insured 
institutions  warrants  particular 
supervisory  scrutiny  of  certain  business 
decisions.  The  PSA  for  the  institution  is 
best  able  to  determine  whether  an 
institution’s  decision  to  purchase  or  sell 
Freddie  Mac  preferred  stock  may  have 
adverse  consequences  for  the  institution 
and  ultimately  the  FSLIC  as  insurer  of 
the  institution. 

The  Board  believes  that  the 
elimination  of  the  ownership  and 
transferability  restrictions  that  had 
previously  applied  to  Freddie  Mac 
preferred  stock  may  subject  the  value  of 
those  securities  to  increased  market 
fluctuations.  This  could,  in  turn,  have  a 
significant  impact  on  the  financial 
condition  of  insured  institutions  holding 
such  stock.  To  the  extent  that 
institutions  can  immediately  increase 
their  holdings  of  Freddie  Mac  preferred 
stock,  the  results  of  potential  market 
fluctuations  in  the  value  of  this  stock 
take  on  more  significant  consequences. 

With  the  removal  of  the  previous 
Freddie  Mac  restriction  significantly 
limiting  the  amount  any  single  holder  of 
preferred  stock  could  own,  insured 
institutions  can  immediately  double 


their  holdings  of  Freddie  Mac  preferred 
stock.  At  the  same  time,  the  value  of  this 
stock  may  be  subject  to  unprecedented 
volatility.  The  capital  position  of 
institutions  that  are  not  presently 
meeting  their  minimum  capital 
requirement  may  be  particularly 
vulnerable  to  these  variations.  The 
Board  believes  that  before  such 
institutions  can  significantly  alter  their 
holdings  of  Freddie  Mac  preferred  stock, 
there  must  be  an  opportunity  for  the 
institution’s  Principal  Supervisory  Agent 
to  evaluate  the  potential  impact 
resulting  from  a  change  in  the  level  of 
this  type  of  investment.  Although  the 
Freddie  Mac  action  does  not 
contemplate  that  this  preferred  stock 
will  be  available  for  sale  to  the  public 
until  January  1, 1989,  in  the  interim  the 
Board  recognizes  that  intra-industry 
purchases  and  sales  among  institutions 
with  impaired  capital  could 
detrimentally  affect  the  sound  operation 
of  such  institutions. 

The  temporary  rale  that  the  Board 
adopts  today  will  prevent  institutions 
that  do  not  meet  their  minimum 
regulatory  capital  requirement  under 
§  §  563.13  and  563.14  from  buying  or 
^oiling  Freddie  Mac  preferred  stock 
w  thout  first  obtaining  written  approval 
nom  the  PSA  or  his  designee,  subject  to 
the  concurrence  of  the  Office  of 
Regulatory  Activities. 

The  rule  requires  that  institutions  not 
meeting  their  minimum  capital 
requirement  must  submit  written 
applications  to  their  PSAs.  It  sets  forth 
general  factors  to  be  considered  by  the 
PSAs  when  evaluating  an  institution's 
application  to  buy  or  sell  Freddie  Mac 
preferred  stock.  In  making  a  written 
application  to  buy  or  sell  Freddie  Mac 
preferred  stock,  such  institutions  will  be 
required  to  demonstrate  the  effect  that 
the  proposed  transaction  will  have  on 
their  overall  asset  composition.  Factors 
that  are  to  be  addressed  in  applications 
include,  but  are  not  limited  to,  the  effect 
the  proposed  transactions  will  have  on 
an  institution's  future  growth,  its  risk 
exposure,  and  its  portfolio 
diversification.  The  PSA  may  require  an 
institution  to  include  in  its  application 
any  additional  information  that  the  PSA 
may  consider  relevant  to  evaluating 
portfolio  risk  in  connection  with  the 
purchase  or  sale  of  Freddie  Mac 
preferred  stock.  If  the  institution 
proposes  to  sell  its  shares  of  Freddie 
Mac  preferred  stock,  it  must  indicate  in 
its  application  the  manner  in  which  the 
resulting  proceeds  are  to  be  used. 
Moreover,  it  must  comply  with  any 
conditions  imposed  by  the  PSA. 

Separate  and  apart  from  the 
restrictions  applying  to  those  insured 
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institutions  not  meeting  their  minimum 
capital  requirements,  the  Board  believes 
that  certain  restrictions  may  be 
appropriate  for  institutions  not  currently 
meeting  their  fully  phased-in  capital 
requirements  as  set  forth  in  12  CFR 
563.13  and  12  CFR  563.14.  The  Board 
believes  that  supervisory  input  is 
important  before  such  institutions 
declare  dividends,  or  take  other  similar 
actions  as  a  result  of  any  gains  on  any 
sale  of  Freddie  Mac  stock  because  such 
actions  may  potentially  delay  the  date 
institutions  attain  their  fully  phased-h. 
capital  requirements.  As  noted  above, 
the  Board  continues  to  believe  that  it  is 
in  the  best  interests  of  insured 
institutions,  their  depositors,  and  the 
FSL1C  fund  that  all  insured  institutions 
move  as  quickly  as  is  reasonable  to 
reach  their  fully  phased-in  capital  levels. 
Furthermore,  given  that  the  gains  on  the 
sale  of  Freddie  Mac  preferred  stock  are 
not  likely  to  be  recurring  income,  the 
Board  believes  that  such  gains  should  be 
used  to  augment  capital.  Therefore,  it 
has  determined  that  institutions  not 
meeting  their  fully  phased-in  capital 
requirement  that  sell  shares  of  Freddie 
Mac  preferred  stock  must  exclude  the 
gain  on  the  sale  of  these  shares  from 
earnings  in  calculating  allowable 
dividends  under  the  Board’s  regulations 
unless  prior  approval  is  obtained  from 
their  PSA,  with  the  concurrence  of  the 
Office  of  Regulatory  Activities. 
Additionally,  because  certain  ether 
actions  in  connection  with  gains  from 
the  sale  of  Freddie  Mac  preferred  stock, 
such  as  implementation  of  a  stock 
repurchase  program  may  have  identical 
adverse  consequences  on  or  for  an 
institution’s  financial  condition  and  may 
delay  the  institution’s  attainment  of  its 
fully  phased-in  capital  requirement,  the 
Board  has  determined  to  require  the 
same  prior  approval  of  such  action.  Cf. 
Board  Res.  No.  88-31,  53  FR  2477 
(January  28, 1988)  (restrictions  on 
repurchase  of  stock  of  recently 
converted  insured  institutions). 

The  Board  has  therefore  determined 
that  immediate  action  is  required  to 
ensure  that  institutions  that  are  failing 
their  regulatory  capital  requirement  buy 
and  sell  Freddie  Mac  preferred  stock  in 
a  manner  consistent  with  principles  of 
safety  and  soundness  and  that  adequate 
supervisory  input  is  provided  before 
institutions  take  certain  actions  as  a 
result  of  gains  from  any  sale  of  Freddie 
Mac  stock  that  might  adversely  affect 
their  ability  to  attain  their  fully  phased- 
in  capital  requirements  as  expeditiously 
as  possible.  The  Board  also  believes, 
however,  that  public  comment  on 
today’s  rule  will  be  useful  in  shaping 
any  permanent  rule  that  it  may 


determine  to  adopt  upon  expiration  of 
this  temporary  rule.  It  therefore  requests 
public  comment  on  the  temporary 
regulation  adopted  today.  Comments 
received  will  be  taken  into  account  in 
determining  the  scope  of  any  final 
regulation  that  the  Board  may  adopt. 

The  Administrative  Procedure  Act,  5 
U.S.C.  553(b),  (d)(3),  provides  that  the 
general  provisions  requiring  notice  and 
comment  and  a  delay  in  the  effective 
date  of  a  substantive  regulation  do  not 
apply  when  an  agency  determines  that 
the  public  interest  would  not  be  served 
by  notice  and  comment  before  agency 
action  and  that  good  cause  for 
dispensing  with  the  delay  in  effective 
date  exists  and  is  published  with  the 
rule.  As  set  forth  elsewhere  in  this 
SUPPLEMENTARY  INFORMATION,  the 
Board  believes  that  in  order  to  preserve 
its  ability  to  supervise  institutions  with 
impaired  capital,  its  Principal 
Supervisory  Agents  must  be  able  to  act 
promptly  to  monitor  the  decision  by  any 
such  institution  to  purchase  or  sell 
Freddie  Mac  preferred  stock.  It  also 
believes  that  a  lesser  degree  of 
supervisory  input  is  equally  important  in 
order  to  assure  that  insured  institutions 
not  currently  meeting  their  fully  phased- 
in  capital  requirements  move  as 
expeditiously  as  possible  toward  that 
target.  It  anticipates  that  it  will  have 
adequate  time,  during  the  period  this 
temporary  rule  is  in  effect,  to  review  any 
comments  received  during  the  comment 
period  and  any  other  supervisory 
information  regarding  these  institutions 
to  determine  the  most  effective  way  of 
affording  such  institutions  managerial 
flexibility  in  this  area  consistent  with 
the  Board’s  supervisory  concerns.  The 
Board  therefore  finds  that  good  cause 
exists  for  dispensing  with  a  delayed 
effective  date. 

Regulatory  Flexibility  Analysis 

Pursuant  to  section  3  of  the  Regulatory 
Flexibility  Act,  5  U.S.C.  604,  the  Board  is 
providing  the  following  regulatory 
flexibility  analysis: 

1.  Need  For  and  Objectives  of  the  Rule. 

These  elements  are  incorporated 
above  in  supplementary  information. 

2.  Issues  Raised  by  Comments  and 
Agency  Assessment  and  Response 

These  elements  will  be  considered  by 
the  Board  in  reviewing  any  comments 
received  and  will  be  fully  addressed  in 
any  final  regulation. 

3.  Significant  Alternatives  Minimizing 
Small  Entity  Impact  and  Agency 
Response 

The  Small  Business  Administration 
defines  a  small  financial  institution  as 


“a  commercial  bank  or  savings  and  loan 
association,  the  assets  of  which,  for  the 
preceding  fiscal  year,  do  not  exceed 
$100  million.’’  13  CFR  121.13(a).  This 
temporary  regulation  will  only  affect 
those  small  savings  and  loan 
associations  that  are  not  currently 
meeting  their  fully  phased-in  regulatory 
capital  requirement.  The  Board  believes 
that  the  temporary  rule  provides  the 
least  burdensome  alternative  available 
for  addressing  the  Board’s  supervisory 
concern  about  the  safe  and  sound 
operation  of  such  insured  institutions  in 
this  area.  The  Board  will  consider  any 
alternatives  presented  in  comments 
addressing  this  concern. 

List  of  Subjects  in  12  CFR  Part  563 

Bank  deposit  insurance,  Investments, 
Reporting  and  recordkeeping 
requirements,  Savings  and  loan 
associations. 

SUBCHAPTER  D— FEDERAL  SAVINGS  AND 
LOAN  INSURANCE  CORPORATION 

PART  563— OPERATIONS 

1.  The  authority  citation  for  Part  563 
continues  to  read  as  follows: 

Authority:  Sec.  1, 47  Stat.  725,  as  amended 
(12  U.S.C.  1421  et  seq.);  sec.  5A,  47  Stat.  727, 
as  added  by  sec.  1, 64  Stat.  256,  as  amended 
(12  U.S.C.  1425a);  sec.  5B,  47  Stat.  727,  as 
amended  by  sec.  4,  80  Stat.  824,  as  amended 
(12  U.S.C.  1425b);  sec.  17, 47  Stat.  736,  as 
amended  (12  U.S.C.  1437);  sec.  2, 48  Stat.  128, 
as  amended  (12  U.S.C.  1462);  sec.  5, 48  Stat 
132,  as  amended  (12  U.S.C.  1464);  secs.  401- 
407, 48  Stat.  1255-1260.  as  amended  (12  U.S.C. 
1724-1730);  sec.  408,  82  Stat.  5,  as  amended 
(12  U.S.C.  1730a);  sec.  1204, 101  Stat.  662  (12 
U.S.C.  3806);  Reorg.  Plan  No.  3  of  1947, 12  FR 
4981,  3  CFR,  1943-1948  Comp.,  p.  1071. 

2.  Amend  Part  563  by  adding  a  new 
§  563.13-3  to  read  as  follows: 

§  563.13-3  Sale  of  Federal  Home  Loan 
Mortgage  Corporation  Preferred  Stock. 

(a)  An  insured  institution  that  fails  to 
satisfy  its  minimum  regulatory  capital 
requirement  as  set  forth  in  §  §  563.13  and 
563.14  of  this  subchapter, 
notwithstanding  any  previously  granted 
capital  forbearances,  shall  not  sell  or 
buy  Federal  Home  Loan  Mortgage 
Corporation  preferred  stock  except  as 
approved  by  the  Principal  Supervisory 
Agent  or  his  designee,  subject  to  the 
concurrence  of  the  Office  of  Regulatory 
Activities.  The  Principal  Supervisory 
Agent  or  his  designee,  may  impose  any 
conditions  he  deems  appropriate  in 
granting  such  approval,  subject  to  the 
concurrence  of  the  Office  of  Regulatory 
Activities. 

(b)  An  insured  institution  that  fails  to 
satisfy  the  regulatory  capital 
requirement  set  forth  in  §  §  563.13  and 
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563.14  of  this  subchapter  shall  make 
written  application  to  the  Principal 
Supervisory  Agent  for  permission  to  buy 
or  sell  preferred  stock  of  the  Federal 
Home  Loan  Mortgage  Corporation.  The 
written  application  shall  provide  the 
Principal  Supervisory  Agent  or  his 
designee  with  sufficient  information  to 
demonstrate  how  the  proposed  sale  or 
purchase  of  such  preferred  stock  will 
affect  the  overall  level  of  risk  of  the 
institution’s  portfolio,  as  well  as  any 
additional  information  which  the 
institution  may  deem  relevant  to 
supervisory  review.  In  evaluating  the 
overall  risks  posed  by  the  sale  or 
purchase  of  preferred  stock  to  the 
institution’s  portfolio,  the  Principal 


Supervisory  Agent  or  his  designee  shall 
consider  the  purposes  for  which  such 
sale  proceeds  will  be  used,  the  effect  of 
investment  of  the  proceeds  on  the 
composition  and  quality  of  the 
institution’s  asset  portfolio,  the 
institution's  growth  plans,  the  likely 
effect  on  the  institution’s  liquidity,  as 
well  as  any  additional  relevant 
information  the  Principal  Supervisory 
Agent  or  his  designee  may  seek  in 
evaluating  overall  portfolio  risk. 

(c)  Except  as  approved  by  its  Principal 
Supervisory  Agent  or  his  designee, 
subject  to  the  concurrence  of  the  Office 
of  Regulatory  Activities,  an  insured 
institution  that  fails  to  satisfy  its  fully 
phased-in  regulatory  capital  requirement 


as  set  forth  in  §§  563.13  and  563.14  of 
this  subchapter,  notwithstanding  any 
previously  granted  capital  forbearances, 
shall  not  be  permitted  to  declare  a 
dividend,  repurchase  its  own  stock,  or 
take  any  equivalent  action  that  might 
impair  its  ability  to  attain  its  fully 
phased-in  regulatory  capital  requirement 
unless  it  has  first  subtracted  any  gain 
realized  from  the  sale  of  Federal  Home 
Loan  Mortgage  Corporation  preferred 
stock  from  its  earnings. 

By  the  Federal  Home  Loan  Bank  Board. 
Nadine  Y.  Washington, 

Assistant  Secretary. 

(FR  Doc.  88-16701  Filed  7-21-88;  9:54  am] 
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Sections  Affected)  are  mailed  automatically 
to  regular  FR  subscribers. 


QrdOr  Form  Mai*  Superintendent  of  Documents.  U  S  Government  Printing  Office.  Washington.  D  C  20402 


Enclosed  is  $ 


□  check. 


□  money  order,  or  charge  to  my 
Deposit  Account  No 

i  t  i  i  i  i  i  i-n 

Order  No _ 


MasterCard  and 
VISA  accepted. 


VISA’ 


Credit  Card  Orders  Onty 
Total  charges  S _ 

□LLLLLXLL 


Customer  s  Te*epfK)ne  Nos. 

J _ 


Credit 
Card  No 

Expiration  Date 
Month/Year 


n 


Charge  orders  may  be  telephoned  to  the  GPO  order 
desk  at  (202)793  3236  from  8  00  am  to  4  00  pm 
eastern  time.  Monda/  Fnday  (except  holidays) 


Please  enter  the  subscnption(s)  I  have  indicated 

PLEASE  PRINT  OR  TYPE 

Company  or  Personal  Name 


LSA 

List  of  CFR  Sections  Affected 
$24  00  a  year  domestic. 

$30  00  foreign 


Federal  Register  Index 

$22  00  a  year  domestic 
$27  50  foreign 


Additional  address/attention  line 


Street  address 


i  i  i  i  i  i  i  ii  i  i  i  m  i  i  i  i  i  i  i  i  l  i  M  i  i  i  i 


iftev  10  1-85) 


